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USDA UNITED STATES DEPARTMENT OF AGRICULTURE
= | OFFICE OF INSPECTOR GENERAL
Western Region
75 Hawthorne Street, Suite 200
San Francisco, California 94105
TEL: 415-744-2859 FAX: 415-744-2871

Report of the Office of Inspector General

To Rural Development
Alturas, CA

We have audited the balance sheet of Citrus Manor Development (a General Partnership) as of
December 31, 2000, and the related statements of income, partners' capital, and cash flows for the
year then ended. These financial statements are the responsibility of the Partnership's management.
Our responsibility is to express an opinion on these financial statements based on our audit. The
financial statements of Citrus Manor Development as of December 31, 1999, were audited by other
auditors whose report dated February 9, 2000, expressed an unqualified opinion on those statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and Government Auditing Standards issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement, whether caused by error or
fraud. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Citrus Manor Development as of December 31, 2000, and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The supplementary data for the year ended December 31, 2000, on pages 12 through 20, is
presented for purposes of additional analysis and is not a required part of the basic financial
statements. Such information has been subjected to the audit procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the
basic financial statements taken as a whole.

U.S. Department of Agriculture
Office of Inspector General
San Francisco, CA
March 26, 2001
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CITRUS MANOR DEVELOPMENT
Balance Sheet
December 31, 2000 and 1999

CURRENT ASSETS
Cash (NOTE 1)
Reserve Account (NOTE 4)
Tax and Insurance Account
Security Deposits Account (NOTE 5)
RD Subsidy Receivable
Accounts Receivable
Other Receivable
Prepaid Expenses
Total Current Assets

FIXED ASSETS
Land
Building and Improvements
Equipment
Less Accumulated Depreciation

Total Fixed Assets$ _ 667,143.27

Total Assets

CURRENT LIABILITIES

Prepaid Rent

Accounts Payable

Mortgage Interest Payable

Security Deposits (NOTE 5)

Return Due to Owner

Current Portion of Mortgage
Total Current Liabilities

LONG-TERM LIABILITIES

Note Payable — Rural Development (NOTE 2)
Total Liabilities

PARTNERS' CAPITAL (DEFICIT)

Total Liabilities and
Partners' Capital

2000

$ 2966284
49,348.08
12,626.73
16,760.83
13,459.00

871.53

0.00

— 203968
$ 12476869

$  95000.00
1,717,161.89
2,041.11
(1,147,05073)
$ 663897.07
$ 79191196

$ 328.32
34.52

71517
17,858.84
8,838.00
2864832
$ 5642317

1999

$ 2524264
86,788.95
16,735.65
16,202.09
10,521.00

887.14
1,654.14

— 225100
5 16028261

$ 95,000.00
1,672,718.27
8,274.23

{1.112,09543)
$ 82417968

$ 13.00
0.00

790.60
16,595.22
8,838.00
2832660
§ 5456342

The accompanying notes are an integral part of the financial statements.
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CITRUS MANOR DEVELOPMENT

Income Statement

Years Ended December 31, 2000 and 1999

INCOME

Tenant Rental Income
RD Rental Assistance
Laundry Income
Interest Income
Tenant Charges
Other Income

Total Income

3,025.91

EXPENSES

Maintenance and Repairs Payroll (NOTE 3)
Maintenance and Repairs Supply
Maintenance and Repairs Contract
Painting and Decorating
Snow Removal
Grounds Maintenance
Services
Furniture and Furnishings Replacement
Electricity
Water
Sewer
Garbage
Office Payroll (NOTE 3)
Management Fees (NOTE 3)
Auditing
TPA Fees (NOTE 3)
Legal
Advertising
Telephone and Answering Service
Office Supplies (NOTE 3)1,714.62
Office Furniture and Equipment
Training Expense
Health Ins. And Employee Benefits (NOTE 3)
Payroll Taxes (NOTE 3)
Workman’s Compensation (NOTE 3)
Other Administrative Expenses
Real Estate Taxes
Other Taxes, Fees, and Permits
Property and Liability Insurance
Fidelity Coverage (NOTE 3)
Interest Expense
Depreciation Expense
Loss on Disposal of Assets
Total Expenses
Net Income

The accompanying notes are an integral part of the financial statements.
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2000

$ 100,823.18
150,495.00
3,848.90
2,949.23
4,285.92

— 000
526247891

$ 27,83246
5,704.48
6,882.77
1,969.99
544.28
2,001.81
1,144.00
9,923.24
5,163.30
6,064.67
6,620.40
10,875.75
23,023.10
25,596.00

4,000.00

636.00
1,510.99

694.50
1,541.34
1,781.08

192.74

687.21
3,055.42
4,744.10
1,918.58
1,498.39

20,217.61
50.00
5,724.32

110.00

9,799.79
64,702.30

— 302072

525017388

§ 330503

1999

$ 107,685.84
128,381.00
4,091.04

2,265.34
— 353250
$ 24890495

$ 25,660.98
5,625.41
4,412.75
2,471.65

60.29
1,689.75
1,352.00
9,090.32
5,221.31
6,333.93
5,932.80

10,772.21
21,257.77
25,272.00
4,000.00
0.00

0.00
663.75
1,597.14

344.69
512.11
3,285.34
4,261.76
1,811.64
1,555.46
20,778.94
50.00
4,859.24
55.00
10,082.16
65,489.63
— 000
$246,181.11
§ 272384
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CITRUS MANOR DEVELOPMENT
Statement of Partners' Capital
Years Ended December 31, 2000 and 1999

2000
Partners' Capital (Deficit),
Beginning of Year $(197,128.94)
Net Income 3,305.03
Distributions Due Partners _(8,838.00)
Partners' Capital (Deficit),
End of Year $(202.661.91)

The accompanying notes are an integral part of the financial statements.

1999

$(191,014.78)

2,723.84
—(8,838.00)

$(197.128.94)
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CITRUS MANOR DEVELOPMENT
Statement of Cash Flows
Years Ended December 31, 2000 and 1999

Cash Flows from Operating Activities

Net Income

Adjustments to reconcile net income to net

cash used/provided by operating activities:
Depreciation
Loss on Disposal of Assets
Decrease in Accounts Receivable
(Increase) Decrease in RD Subsidy Receivable
(Increase) Decrease in Other Receivable
Decrease in Prepaid Expenses
(Increase) Decrease in Tax and Insurance Bank Account
(Increase) in Security Deposit Bank Account
Increase (Decrease) in Prepaid Rent
Increase (Decrease) in Mortgage Interest Payable
Increase in Accounts Payable
Increase in Security Deposit Liability

Net Cash Provided by Operating Activities

Cash Flows from Investing Activities
Purchase of Site Improvements and Equipment
Withdrawals from Reserve Account (NOTE 4)
Transfers to Reserve Account (NOTE 4)

Net Cash Used by Investing Activities

Cash Flows from Financing Activities
Principal Payments on Mortgage
Increase in Current Portion of Mortgage
(Decrease) Return to Owners

Net Cash Used by Financing Activities

Increase in Cash
Cash, Beginning of Year
Cash, End of Year $ 2966284
Supplemental Disclosure of Cash Flow
Information

Cash Payments for Interest

The accompanying notes are an integral part of the financial statements.

2000

$ 3,305.03

64,702.30
3,029.72
15,61
(2,938.00)
1,654.14
211.32
4,108.92
(558.74)
315.32
(75.43)

34.52

— 126362
$ 7506833

$ (70,978.22)
68,546.75
_(31,105.88)
$ (33537.35)

$ (28,594.10)
321.32
_(8,838.00)
$ (37.11078)

$ 442020
25,242 64
$ 2524264

$ 9,799.79

1999

$ 272384

65,489.63
0.00
1,088.86
443,00
(1654.14)
412.24
(276.04)
(479.50)
(322.00)
5.72

0.00
56033
$ 67,991.94

$ 000
1,221.50
(27,026.21)
$ (25.804.71)

$(28,326.60)
255.60

_(8,838.00)
$(36,909.00)

$ 5278.23
1996441

$ 10,082.16
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CITRUS MANOR DEVELOPMENT
Notes to Financial Statements
For the Year Ended December 31, 2000

\ Quoanizat . ¢ Siqaificant / 00 Poli

a.  Organization - Citrus Manor Development, a general partnership, was formed in January
1978 to construct, own, and operate a 54-unit apartment complex in Susanville, California.
The project was financed and constructed under Section 515 of the National Housing Act, as
amended, and administered by the U.S. Department of Agriculture, Rural Development
(RD).

Under this program, the Partnership provides low-cost housing to low and moderate income
families. Lower rental charges to tenants are recovered by the Partnership through an
interest reduction program which reduces the effective rate of the mortgage to 1 percent and
a rental assistance program whereby RD pays the partnership a portion of qualified tenant
rents (rental assistance).

b. Basis of Accounting - The organization's records are maintained on a cash basis. The
financial reports which are a part of the audit are in agreement with the accounting records
of the organization except that we have recorded adjustments for certain accruals and
deferrals of income at year end that were not reported in the books of account at that date.

c.  Cash Accounts - All cash accounts are subject to provisions of RD and are not otherwise
encumbered in any manner. All cash accounts are deposited in institutions insured by the
Federal Deposit Insurance Corporation.

For purposes of reporting the statements of cash flows, the partnership includes all cash
accounts which are not subject to withdrawal restrictions or penalties as cash and cash
equivalents on the accompanying balance sheets. These cash accounts include the general
operating bank account, general savings account, and petty cash. The balances in these
accounts as of December 31, 2000 were as follows:

General Operating Account $25,308.11

General Savings Account 4,259.41

Petty Cash 9532
Total $29.662.84

d. Income Taxes - The income or loss of the partnership is included in the tax returns of the
individual partners. Accordingly, no provision has been made for Federal or State income
taxes in the financial statements.

e. Fixed Assets and Depreciation - Land, building, site improvements, and equipment are

recorded at cost. Depreciation is provided for in amounts sufficient to relate the cost of the
depreciable assets to operations over their estimated service lives using the straight-line
method. Improvements are capitalized while expenditures for maintenance and repairs are
charged to expense as incurred.
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Depreciation is calculated over the following estimated useful lives:

Building 30 Years

Site Improvements 5-30 Years

Equipment 3-20 Years
2. Mortgage Payable

The mortgage payable to RD is collateralized by a first deed of trust on the real property. The
obligation is payable in monthly installments of $3,179.00 plus excess rent, if any, with the
monthly payment amount applied to principal and interest, and any excess rent applied to
additional interest. While the mortgage payable provides for an interest rate of 9 percent, RD
allows interest reduction subsidies so that the mortgagor pays less than the specified mortgage
interest rate. The mortgagor is making monthly payments based on a 1 percent interest rate plus
excess rent, if any, which is the basis of recording interest expense in the income statement. The
mortgage matures during the year 2030.

The principal payments applicable to the mortgage payable during the next 5 years, taking into
effect the interest credit agreements, are as follows:

Year Ending

December 31, Amount
2001 $ 28,648.32
2002 28,936.12
2003 29,226.79
2004 29,520.41
2005 29,816.97
Remaining Years -820,650.41
Total $ 966.799.02

3. Related Party Transactions

Citrus Manor Development utilizes the management and administrative services of MBS Property
Management. One of the general partners of Citrus Manor Development is the majority owner of
MBS Property Management. Management fees paid to MBS Property Management in 2000
totaled $25,596.00. Payments to MBS Property Management for materials and services in
addition to the management fees represent reimbursements of costs incurred by MBS Property
Management for Citrus Manor Development. These costs for the year ended December 31, 2000
totaled $61,330.28 and covered the costs of salaries (manager and maintenance), workman’s
compensation, payroll taxes, health insurance and employee benefits, office supplies, fidelity
coverage, and TPA fees. A return to owner distribution of $8,838.00 was made in 2000.

4. Reserve Account
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A reserve account for replacements is maintained by Citrus Manor Development as required by
the loan agreement. Disbursements from the reserve account are subject to approval by RD.
Although the reserve account appears as a cash account on the balance sheet, it is considered
an investment account under RD regulations. In accordance with RD instructions, the transfers to
the account and withdrawals from the account are shown separately in the statement of cash
flows.

5. Security Deposits

The tenants' security deposits are held in trust. As of December 31, 2000, the balance in the
security deposit bank account was $16,760.83 and the liability for security deposits collected from
current tenants was $17,858.84. As a result, the security deposit account was underfunded by
$1,098.01.
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USDA UNITED STATES DEPARTMENT OF AGRICULTURE
= | OFFICE OF INSPECTOR GENERAL
Western Region
75 Hawthorne Street, Suite 200
San Francisco, California 94105
TEL: 415-744-2859 FAX: 415-744-2871

Report of the Office of Inspector General on the Internal Control Structure

To Rural Development
Alturas, CA

We have audited the financial statements of Citrus Manor Development as of and for the year ended
December 31, 2000, and have issued our report thereon dated March 26, 2001.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and Government Auditing Standards issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement, whether caused by error or
fraud.

In planning and performing our audit of the financial statements of Citrus Manor Development for the
year ended December 31, 2000, we considered its internal control structure in order to determine our
auditing procedures for the purposes of expressing our opinion on the financial statements and not to
provide assurance on the internal control structure.

The management of Citrus Manor Development is responsible for establishing and maintaining an
internal control structure. In fulfilling this responsibility, estimates and judgments by management are
required to assess the expected benefits and related costs of internal control structure policies and
procedures. The objectives of an internal control structure are to provide management with
reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized
use or disposition and that transactions are executed in accordance with management's authorization
and recorded properly to permit the preparation of financial statements in accordance with generally
accepted accounting principles. Because of inherent limitations in any internal control structure, errors
or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the
structure to future periods is subject to the risk that procedures may become inadequate because of
changes in conditions or that the effectiveness of the design and operation of policies and procedures
may deteriorate.

For the purpose of this report, we have classified the significant internal control structure policies and
procedures in the following categories: control environment, accounting system, and control
procedures.

For all of the internal control structure categories listed above, we obtained an understanding of the
design of relevant policies and procedures and whether they have been placed in operation, and we
assessed control risk.
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We noted certain matters involving the internal control structure and its operation that we consider to be
reportable conditions under standards established by the American Institute of Certified Public
Accountants. Reportable conditions involve matters coming to our attention relating to significant
deficiencies in the design or operation of the internal control structure that, in our judgment, could
adversely affect the entity's ability to record, process, summarize, and report financial data consistent
with the assertions of management in the financial statements.

Key Duties Not Segregated. There is insufficient segregation of duties in the key area of recording
transactions. Specifically, one individual is responsible for depositing receipts received through the

mail, reconciling monthly bank statements to the accounting records, preparing checks for the payment
of vendors, and recording this information in the accounting records. This places the individual in the
position to commit an error or irregularity and then be in a position to conceal it in the normal course of
his or her duties. The management of Citrus Manor Development believes it is not cost beneficial to
employ the necessary staff to segregate these duties, and therefore, accepts this risk.

A material weakness is a reportable condition in which the design or operation of one or more of the
internal control structure elements does not reduce to a relatively low level the risk that errors or
irregularities in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions.

Our consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure that might be reportable conditions and, accordingly, would not necessarily
disclose all reportable conditions that are also considered to be material weaknesses as defined above.
We believe the reportable conditions described above are material weaknesses.

This report is intended for the information of the management of Citrus Manor Development and Rural
Development. However, this report is a matter of public record and its distribution is not limited.

U.S. Department of Agriculture
Office of Inspector General
San Francisco, CA
March 26, 2001
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USDA UNITED STATES DEPARTMENT OF AGRICULTURE
= | OFFICE OF INSPECTOR GENERAL
Western Region
75 Hawthorne Street, Suite 200
San Francisco, California 94105
TEL: 415-744-2859 FAX: 415-744-2871

R f the Office of | General on Compli

To Rural Development
Alturas, CA

We have audited the financial statements of Citrus Manor Development as of and for the year ended
December 31, 2000, and have issued our report thereon dated March 26, 2001.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and Government Auditing Standards issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement, whether caused by error or
fraud.

Compliance with laws, regulations, contracts, and grants applicable to Citrus Manor Development is the
responsibility of the management of Citrus Manor Development. As part of obtaining reasonable
assurance about whether the financial statements are free of material misstatement, we performed
tests of Citrus Manor Development's compliance with certain provisions of laws, regulations, contracts,
and grants. However, the objective of our audit of the financial statements was not to provide an
opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion.

The results of our tests of compliance indicate that, with respect to the items tested, Citrus Manor
Development complied, in all material respects, with the provisions referred to in the preceding
paragraph. With respect to items not tested, nothing came to our attention that caused us to believe
that Citrus Manor Development had not complied, in all material respects, with those provisions.

We noted a nonmaterial instance of noncompliance that we have reported to the management of Citrus
Manor Development in a separate letter dated March 26, 2001.

This report is intended for the information of the management of Citrus Manor Development and Rural
Development. However, this report is a matter of public record and its distribution is not limited.

U.S. Department of Agriculture
Office of Inspector General

San Francisco, CA
March 26, 2001
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CITRUS MANOR DEVELOPMENT
S LInf ion Required By Rural D

1. Specific identification of any identity of interest which exists between the management firm, any
maintenance firm, suppliers, vendors, or any other entity or person used to provide services or
supplies to the project. Briefly describe the type of transaction and the dollar amount involving
any identity of interest transaction.

Citrus Manor Development utilizes the management and administrative services of MBS Property
Management. One of the general partners of Citrus Manor Development is a majority owner of
MBS Property Management. Management fees paid to MBS Property Management in 2000
totaled $25,596.00. Payments to MBS Property Management for materials and services in
addition to the management fees represent reimbursements of costs incurred by MBS Property
Management for Citrus Manor Development. These costs for the year ended December 31,
2000, were as follows:

Manager Salary $ 23,023.10
Maintenance Salary 27,832.46
Workman'’s Compensation 1,918.58
Payroll Taxes 474410
Health Ins. And Employee Benefits 3,055.42
Office Supplies 10.62
Fidelity Coverage 110.00
TPA Fees —_636.00

Total $§ 6133028

2. ldentify all funds paid to the management firm in excess of the approved management fee.

As noted above, Citrus Manor Development paid a total of $61,330.28 to MBS Property
Management Inc. during 2000 in excess of the approved management fee.

3. Determine if any of the project accounts are encumbered in any manner. If so, give specifics. If
not, so state.

None of the project accounts for Citrus Manor Development were encumbered in any manner
during 2000.

4.  For each project account, specify the full account title, account number, name and address of the
financial institution in which deposited, balance, and interest rate. If in a non-interest bearing
account, so state. Provide a footnote to the reserve account(s) and state: (a) if the account is an
RD supervised (countersignature) account, and (b) if any account with a deposit of over $100,000
is adequately protected by collateral pledge or other type of protective coverage.
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Woodland, California 95695

Name and Address of Account Type Interest 12/31/00
Financial Institution and Number Rate Balance

Bank of America General Operating
P.O. Box 1290 XXXXX-XXXXX 0.25% $25,308.11
Davis, California 95617
Cal Fed Reserve !
436 Howe Avenue XXK-XXX-XXX-X 3.60% $23,721.98
Woodland, California 95825
U.S. Bank Reserve !
120 W. Court Street XXXK-XXXX-XXXX 3.05% $25,626.10
Woodland, California 95695
U.S. Bank General Savings
120 W. Court Street X-XXX-XXXX-XXXX 1.00% $4,259.41
Woodland, California 95695
U.S. Bank Tax and Insurance
120 W. Court Street XXXX-XXXX-XXXX 1.00% $12,626.73
Woodland, California 95695
U.S. Bank Security Deposits
120 W. Court Street XXXX-XXXK-XXXX 1.00% $16,760.83

5. State the total cash paid to the owner in the last year (the year being audited).

In 2000, Citrus Manor Development paid a total of $8,838.00 in return to owner for the1999

operating year.

1 The reserve account is a RD supervised bank account.

USDA/OIG-A/04005-6-SF
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R : R

Reserve Requirement at December 31, 1999 [1]
Required Annual Reserve Deposit [2]
Actual 2000 Reserve Account Deposit

Approved Withdrawals:
Approval

Purpose Date
Siding and Trim Replacement 3/29/00
Exterior Painting — 15t Draw 4/21/00
Exterior Painting — Final Draw 4/21/00
Restripe Parking Lot 5/19/00
Carpet, Pad, and Vinyl 5/19/00
Concrete Replacement 5/19/00
Grind and Remove Bush Stumps 6/13/00
Playground Structure — 15t Draw 6/20/00
Playground Structure — Final Draw ~ 6/20/00

Total Approved Withdrawals [3]

Net Funds Remaining from Line Items 2, 3, 4, or 9 from Page 2 of Form 1930-7,

Exclusive of Reserve Expenditures (A):

Budgeted Actual
ltem 2: Supply $ 4,649.00 $5,737.38
ltem 3: Contract 3,883.00 5,227.02
ltem 4: Painting 1,722.00 1,969.99
ltem 9: Furniture _6,750.00 112387
Total $17,004.00 $20,058.26

Amount

$ 2,515.00
$11,980.00
$18,340.00
$ 1,156.75
$ 2,799.37
$ 3,700.00
$  499.00
$ 7,490.00

$20,066.63

Balance

($1,088.38)
(1,344.02)
( 247.99)

(_37387)

($3,054.26)

Reserve Funds Used For Items Which Would Normally be Classified Under

Lines 2, 3, 4, or 9 From Page 2 of Form RD 1930-7 (B):
Adjustment To Reserve Requirement (Lesser of (A) or (B)) [4]

Required Reserve Balance at December 31, 2000 [5]
[11+[2H3]+{4]=[5]

Verified Balance at December 31, 2000 [6]

Amount Overfunded [6]-[5]

$86,646.98
$30,240.00
$31,105.88

$68,546.75

$ 0.0

$ 3.298.37
$ 0.00

$48,340.23

$49,348.08

$ 1,007.85
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Return on Investment

Project income from all sources (1) $262,478.91
Project expenses (do not include noncash

expenses or interest) (2) $181,642.07
Capital expenditures (3)$ 70,978.22
RD debt service (principal and interest) (4)$ 38,148.00
Required reserve deposit per loan agreement (5)$ 30,240.00
RD authorized reserve withdrawals or

authorized use of unrestricted cash

in lieu of reserve funds (6) $ 75,433.34

If use of unrestricted funds was authorized

in lieu of reserve funds, provide date of

letter of authorization, account from which

withdrawn, and amount:

Date Account Amount

4/21/00 General Operating ~ $5,400.00

9/18/00 General Operating $1,486.59
Reserve Adjustment (7)$ 0.00
Available for return on investment (8)$ 16,903.96
(1)-(2)-B)-(4)-(5)+(6)-(7)=(8)
The amount available for return on investment is the lesser
of the amount permitted per Citrus Manor Development's
loan agreement or the amount calculated above. The
amount permitted per Citrus Manor Development's loan
agreement is $8,838.00 (9). (9)$ 8,838.00

USDA/OIG-A/04005-6-SF Page 15



Reconciliation of Form RD 1930-7 to Income Statement
For the Year Ended December 31, 2000

Form Accrual Income
RD 1930-7 Adjustment Statement
INCOME
Tenant Rental Income $ 106,114.02 $ (5290.84) $ 100,823.18
RD Rental Assistance 147,557.00 2,938.00 150,495.00
Laundry Income 3,848.90 0.00 3,848.90
Interest Income 3,025.91 0.00 3,025.91
Tenant Charges _ 503706 __ (751.14) 428592
Total Income $265,582.89 $ (3103.98) $26247891
EXPENSES

Maintenance and Repairs Payroll $ 27,832.46 $ 0.00 $ 27,832.46
Maintenance and Repairs Supply 5,737.38 (32.90) 5,704.48
Maintenance and Repairs Contract 5,227.02 1,655.75 6,882.77
Painting and Decorating 1,969.99 0.00 1,969.99

Snow Removal 54428 0.00 54428
Grounds Maintenance 1,997.81 4.00 2,001.81
Services 1,144.00 0.00 1,144.00
Furniture and Furnishings Replacement 7,123.87 2,799.37 9,923.24
Electricity 5,398.93 (235.63) 5,163.30
Water 6,064.67 0.00 6,064.67
Sewer 6,620.40 0.00 6,620.40
Garbage 10,875.75 0.00 10,875.75
Office Payroll 23,023.10 0.00 23,023.10
Management Fees 25,596.00 0.00 25,596.00
Auditing 4,000.00 0.00 4,000.00
TPA Fees 636.00 0.00 636.00
Legal 1,510.99 0.00 1,510.99
Advertising 694.50 0.00 694.50
Telephone and Answering Service 1,541.34 0.00 1,541.34

Office Supplies 1,646.68 67.94 1,714.62
Office Furniture and Equipment 192.74 0.00 192.74
Training Expense 687.21 0.00 687.21
Health Insurance and Employee Ben. 3,055.42 0.00 3,055.42
Payroll Taxes 474410 0.00 4,744.10
Workman’s Compensation 1,918.58 0.00 1,918.58
Other Administrative Expenses 1,465.65 32.74 1,498.39
Real Estate Taxes 20,217.61 0.00 20,217.61
Other Taxes, Fees, and Permits 50.00 0.00 50.00
Property and Liability Insurance 5,513.00 211.32 5,724.32
Fidelity Coverage 110.00 0.00 110.00
Interest Expense 0.00 9,799.79 9,799.79
Depreciation Expense 0.00 64,702.30 64,702.30
Loss on Disposal of Assets —_ 000 _3,029.72 _3,029.72
Total Expenses $177,139.48 $ 8203440 $250173.88
Net Profit $ 8844341 $ (85.138.38) $ 330503
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MULTIPLE FAMILY HOUSING PROJECT BUDGET

USDA-Rural Development-RHS Position 3 FORM APPROVED
Form RD 1930-7 MULTIPLE FAMILY HOUSING PROJECT BUDGET OMB NO. 0575-0033
(Rev. 10-97) )
PROJECT NAME BORROWER NAME BORROWER ID AND PROJECT NO.
Citrus Manor Developments Citus Manor Developments
PO Box 980338 PO Box 908338 04-018-942547136
West Sacramento CA 95798 West Sacramento Ca 95798 R 01-2
Reporting PeriodiBudget Type Project Rental Type|Project Type Borrower Type Plan Code
Assn. of
Annual . Initial Family . Full Profit Individual Farmers 05
Quarterly . Regular Report . Elderly Limited Profit Corporation Borrower
. Org. of Farm [Accounting

. Monthly Rent Change . Congregate . Non-Profit Limited Partner Workers Method

. SMR Group Home Other XX|Gen. Partner Cash

Other Servicing Mixed I:]LH Inelegible Accrual

PART I -- CASH FLOW STATEMENT

Loan Amount 1,499,180.00 CURRENT PROPOSED COMMENTS
Date Operational 02/04/1980 BUDGET ACTUAL BUDGET or (YTD}
BEGINNING DATES> (01-01-2000) {01-01-2000) (01-01-2001) (01-01-2000)
ENDING DATES> (12-31-2000) (12-31-2000) (12-31-2001) (12-31-2000)
YTD + EST

OPERATIONAL CASH SOURCES

T T
1. RENTAL INCOME 258,852.00 | 106,114.02 | 265,848.00 | 106,114.02

|
2. RHS RENTAL ASSISTANCE RECEIVED. | 147,557.00 |wanssusuusssnssn 147,557.00
3. OCCUPANCY SURCHARGES RECEIVED o 0.00 |eassmsmususnnunn 0.00
4. LAUNDRY AND VENDING... o 3,848.90 | 4,186.00 3,848.90
5. INTEREST INCOME o 3,025.91 | 2,296.00 | 3,025.91
6. TENANT CHARGES - 5,037.06 | 1,200.00 | 5,037.06
7. OTHER - PROJECT SOURCES.. e | 0.00 | 0.00 | 0.00 0.00
8. LESS (Vacancy and Contingency Allowance) L 10,634.00) 0.00
9. LESS (Agency Approved Incentive Allowance).... . 0.00 0.00
10. SUB-TOTAL ((1 thru 7) - (8 & 9)) N 256,087.00 | 265,582.89 | 262,896.00 | 265,582.89
L 1 1 1
NON-OPERATIONAL CASH SOURCES T T T
11. CASH - NON PROJECT 0.00 | 0.00 | 0.00 | 0.00
12. AUTHORIZED LOAN (Non-RHS). 0.00 | 0.00 | 0.00 0.00
13. TRANSFER FROM RESERVE 0.00 | 68,546.75 | 0.00 68,546.75
14. SUB-TOTAL (11 thru 13)..........couovniinirenarnennn. 0.00 | 68,546.75 | 0.00 68,546.75
1 1 i1
I T T T
15. TOTAL CASH SOURCES (10 + 14)........ovoroeamonanananananonnn | 256,087.00 | 334,129.64 | 262,896.00 | 334,129.64
L | 1 1
OPERATIONAL CASH USES r . : T
16. TOTAL O&M EXPENSES (From Part II)..........c.oevnenenannren.. | 176,960.00 | 177,139.48 | 182,201.00 | 177,139.48
17. RHS DEBT PAYMENT. .. ...\ eurueintinnintanannaieannaneeneannns | 38,148.00 | 38,148.00 | 38,148.00 | 38,148.00
18. RHS PAYMENT (Overage)... 2,204.00 | 2,204.00
19. RHS PAYMENT (Late Fee).. 0.00 | 0.00
20. RHS PAYMENT (Occupancy Surcharge) 0.00 | 0.00
21. TENANT UTILITY PAYMENTS. 3,204.00 | 3,204.00
22. TRANSFER TO RESERVE...... 30,240.00 31,105.88 | 33,480.00 | 31,105.88
23. RETURN TO OWNER 8,838.00 | 8,838.00 | 8,838.00 | 8,838.00
24. SUB-TOTAL (16 thru 23).. 254,186.00 | 260,639.36 | 262,667.00 | 260,639.36
Il 1 1
NON-OPERATIONAL CASH USES I T T T
25. AUTHORIZED DEBT PAYMENT (Non-RHS) | 0.00 | 0.00 | 0.00 | 0.00
26. LONG-TERM IMPROVEMENTS. .. e . 0.00 | 68,546.75 | 0.00 | 68,546.75
27. MISCELLANEOUS............ | 0.00 | 6,886.59 | 0.00 | 6,886.59
28. SUB-TOTAL (25 thru 27) | 0.00 | 75,433.34 | 0.00 | 75,433.34
L 1 1 1
r T T T
29. TOTAL CASH USES(24 + 28)............iiiiiiiiuiininneninnnns | 254,186.00 | 336,072.70 | 262,667.00 | 336,072.70
L 1 1 1
T T . T T
30. NET CASH (DEFICIT) (15 - 29) ... .uovnrninnrnennnnnnnannnnnns | 1,901.00 |( 1,943.06) | 229.00 | 1,943.06)
L 1 1 ]
CASH BALANCE I , .
31. BEGINNING CASH BALANCE 25,042.64 | 25,042.64 | 29,568.00 | 25,042 .64
32. ACCRUAL TO CASH ADJUSTMENT |llllllllllllllll| 0.00 |ussnnmssssnnnnnn]| 0.00
33, ENDING CASH BALANCE (30 + 31 + 32)...iiuiuiiniinnnniiinnnns 26,943.64 p 29,797.00 23,099.58
( ) ! ' | 29,568.00 | ' ! '

According to the Paperwork Reduction Act of 1995, no gexsons are required to respond to a collection of information unless

it displays a valid OMB control number. The valid OMB contrcl number for this information collection is 0575-0033. The time
required to complete this information collection is estimated to average 4 hours per response, including the time for reviewing
ingtructions, searching existing data sources, gathering and maintaining the data needed, and completing and reviewing the
collection of information.

Run Date: 02/22/2001 Run Time: 08:42:41 Computerized by : RealPage, Inc.
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MULTIPLE FAMILY HOUSING PROJECT BUDGET

PART II -- OPERATING AND MAINTENANCE EXPENSE SCHEDULE
PROPOSED COMMENTS
UDGET ACTUAL BUDGET or (YTD)
BEGINNING DATES> (01-01-2000) (01-01-2000) (01-01-2001) (01-01-2000)
ENDING DATES> (12-31-2000) (12-31-2000) (12-31-2001) (12-31-2000)
YTD + EST
f T T T
1. MAINTENANCE & REPAIRS PAYROLL........0eivvvevnnernannnnennns | 28,091.00 | 27,832.46 | 30,900.00 | 27,832.46
2. MAINTENANCE & REPAIRS SUPPLY..........covvneivrnnnoornnnnnns | 4,649.00 | 5,737.38 | 4,788.00 | 5,737.38
3. MAINTENANCE & REPAIRS CONTRACT..........connevrunnarernnnnnn | 3,883.00 | 5,227.02 | 3,999.00 | 5,227.02
4. PAINTING & DECORATING...... PP O | 1,722.00 | 1,969.99 | 1,774.00 | 1,969.99
5. SNOW REMOVAL..... e e e [P | 315.00 | 544.28 | 362.00 | 544.28
6. ELEVATOR MAINTENANCE/CONTRACT. ... .....oevvnnnaeennnnnorenns N 0.00 | 0.00 | 0.00 | 0.00
7. GROUNDS. | 1,634.00 | 1,997.81 | 1,683.00 | 1,997.81
8. SERVICES | 1,353.00 1,144.00 | 1,248.00 1,144.00
9. FURNITURE & FURNISHING REPLACEMENT. N 6,750.00 7,123.87 | 6,750.00 7,123.87
10. OTHER OPERATING EXPENSES..............ccoooviionns . 0.00 0.00 | 0.00 0.00
11. SUB-TOTAL MAINT. & OPERATING (1 thru 10)..............ce..en | 48,397.00 | 51,576.81 | 51,504.00 | 51,576.81
L 1 | |
r T T T
12. 5,976.00 | 5,398.93 | 5,976.00 | 5,398.93
13. 5,253.00 | 6,064.67 | 5,469.00 | 6,064.67
4. 6,620.00 | 6,620.40 | 6,620.00 | 6,620.40
15. 0.00 | 0.00 0.00 0.00
16. . . 9,999.00 | 10,875.75 11,250.00 10,875.75
17. OTHER UTILITIES 0.00 1 0.00 0.00 0.00
18. SUB-TOTAL UTILITIES (12 thru 17).........eiieiiinnnnvrnnnnns | 27,848.00 | 28,959.75 | 29,315.00 | 28,959.75
L 1 1 1
r T T T
19, SITE MANAGEMENT PAYROLL. .. ........eonnrunoaernnnnaneiinnnns | 23,988.00 | 23,023.10 ) 26,387.00 | 23,023.10
20. MANAGEMENT FEE 25,596.00 | 25,596.00 | 28,836.00 | 25,596.00
21. PROJECT AUDITING EXPENSE...... | 4,000.00 | 4,000.00 | 0.00 | 4,000.00
22. PROJECT BOOKKEEPING/ACCOUNTING . 1,272.00 | 636.00 | 0.00 | 636.00
23. LEGAL EXPENSES........ovvrvnennns . . 750.00 | 1,510.99 | 750.00 | 1,510.99
24. ADVERTISING. ......vviverraanenns . . 297.00 | 694.50 | 342.00 | 694.50
25. TELEPHONE & ANSWERING SERVICE............... | 1,663.00 1,541.34 1,689.00 | 1,541.34
26. OFFICE SUPPLIES. ... vueretnneeenneennieisiiniaeennnes . 1,174.00 1,646.68 1,209.00 1,646.68
27. OFFICE FURNITURE & EQUIPMENT. ... .....c0vvnnirrnnnerornnnonns | 173.00 192.74 198.00 192.74
28. TRAINING EXPENSE. .. .ettennenneenieiiaennoeanaannaeinanin, | 500.00 | §87.21 | 500.00 687.21
29. HEALTH INS. & OTHER EMP. BENEFITS...........cvvnneervnnnnnns | 3,471.00 | 3,055.42 | 4,756.00 | 3,055.42
30, PAYROLL TAKES. .. ...urniunneunamneenennniinarnnennnannnes | 5,086.00 | 4,744.20 | 5,382.00 | 4,744.10
31. WORKMAN'S COMPENSATION...... | 1,938.00 | 1,918.58 | 2,368.00 | 1,918.58
32. OTHER ADMINISTRATIVE EXPENSES........ e | 1,121.00 | 1,465.65 | 1,155.00 | 1,465.65
33. SUB-TOTAL ADMINISTRATIVE (19 thru 32)............ e | 71,029.00 | 70,712.31 | 73,572.00 | 70,712.31
L 1 1 1
T T
34. REAL ESTATE TAXES........ccovrverurneeeernnn. 24,922.00 20,217.61 | 21,913.00 | 20,217.61
35. SPECTAL ASSESSMENTS . . ... evvnennrnnerannaneannennesinnns 0.00 0.00 | 0.00 | 0.00
36. OTHER TAXES, LICENSES & PERMITS..........0vvvvrvrnenerronnns 75.00 50.00 50.00 50.00
37. PROPERTY & LIABILITY INSURANCE...........ceevvnrnreuinnnnsss 4,568.00 5,513.00 5,734.00 5,513.00
38. FIDELITY COVERAGE INSURANCE.............nieivvnnnneinnens 121.00 110.00 113.00 110.00
39. OTHER INSURANCE . 0.00 | 0.00 | 0.00 | 0.00
40. SUB-TOTAL TAXES & INSURANCE (34 thru 39) 29,686.00 | 25,890.61 | 27,810.00 | 25,890.61
1 1 1
T T T T
41. TOTAL O&M EXPENSES (11 + 18 + 33 + 40)....0vvvnvierernnnnns | 176,960.00 | 177,139.48 | 182,201.00 | 177,139.48
L L L 1
Cost per Unit Per ANNUM. .......oueereanonscaienssnnons e 3,277.04 3,280.36 3,374.09 3,280.36
Form RD 1930-7 Page 2 Citrus Manor Developments
Run Date: 02/22/2001 Run Time: 08:42:41 Computerized by : RealPage, Inc.
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MULTIPLE FAMILY HOUSING PROJECT BUDGET

PART III -- ACCOUNT BUDGETING / STATUS

*{Complete only when Form RD 1930-8 is not required)

CURRENT PROPOSED COMMENTS
BUDGET AL BUDGET or (YD
BEGINNING DATES> (01-01-2000) {01-01-2000) (01-01-2001) (01-03-2000)
ENDING DATES> (12-31-2000) 112-31-2000} {12-31-2001) (12-31-2000!
L 1 | L
YTD + EST
RESERVE ACCOUNT: r T T T
1. BEGINNING BALANCE.........oooiiiiiiiii e, | 86,788.95 | 86,788.95 | 49,348.00 | 86,788.95
2. TRANSFER TO RESERVE. ... .......oiiriiriinenriinniiniininnnnn, | 30,240.00 | 31,105.88 | 33,480.00 | 31,105.88
TRANSFER FROM RESERVE. ... ..ttt it iiiareanss |IllllllllllllllllllllllllllllllllllllllllllllllllllllllIIIllllIlll|
3. OPERATING DEFICIT. .. outitvrttee e e et ee e | 0.00 | 0.00 | 0.00 | 0.00
4. BUILDING REPAIR & IMPROVEMENTS.............ovovvvinnnnnns | 0.00 | 37,691.75 | 0.00 | 37,691.75
5. EQUIPMENT REPAIR & REPLACEMENT...........c..ovvverinivnnnns f 0.00 | 27,556.63 | 0.00 | 27,556.63
6. OTHER NON-OPERATING EXPENSES..........ocviiiiiniinnians.n. | 0.00 | 3,298.37 | 0.00 | 3,298.37
7. TOTAL (3 ERTU 6) .ot | 0.00 |{ 68,546.75) | 0.00 | 68,546.75)
8. ENDING BALANCE [{1 + 2} - 7). .iiiiiiiiiie e, | 117,028.95 | 49,348.08 | 82,828.00 | 49,348.08
— [ l 1
GENERAL OPERATING ACCOUNT:*
BEGINNING BALANCE. ... vnvn et aataraanienenaieanians, 25,042.64 25,042.64
ENDING BALANCE. . ...\ttt ie et et 29,567.52 29,567.52
REAL ESTATE TAX AND INSURANCE ESCROW ACCOUNT:#
BEGINNING BALANCE. ... voneinen it tenieientonieniennnns 16,735.65 16,735.65
ENDING BALANCE .. ... vt ettt iaeitaitae et et 12,626.73 12,626.73
TENANT SECURITY DEPOSIT ACCOUNT:*
BEGINNING BALANCE. .. ....ovvvinieniat it aaneins e, 16,202.09 16,202.09
ENDING BALANCE. ...\ttt ettt ettt e i eeeanes s 16,760.83 16,760.83

PART IV - RENT SCHEDULE

[X]Check if attached

PART V - ADDITIONAL INFORMATION
70 BE COMPLETED BY BORROWER: 10 BE COMPLETED BY RURAL DEVELOPMENT:
1. PAST DUE RENTS. .. .....eoiuiuneeaeiaeiintnieeenineeens, 0 7. PROJECT PAYMENT STATUS
2. DEBTS NOT CURRENT............ceoiiiviiisioooiiin i, T & RESERVE ACCOWNI
3. DELINQUENT REAL ESTATE TAXES.... . ....... 0000 00 1011100 P REQUIRED BALANCE. ...
4. DELINQUENT PERSONAL PROPERTY TAXES,.......................... S AMOUNT AHEAD (Behind)
5. NUMBER OF APPLICANTS ON WAITING LIST. ... .0 1.1 100110000 7T~ 9. OCCUPANCY CONCERNS?
§. NUMBER OF APPLICANTS NEEDING RA..................... .00 — ['] YES-ATTACHED NARRATIVE { ] NO

[ ] Check if Borrower comments attached

PART VI - SIGNATURES, DATES AND COMMENTS

[ ] Check if Rural Development comments attached

CERTIFIED CORRECT (Borrower or Authorized Representative):

DATE:

hgency APPROVAL (Rural Development Approval Official:

DATE:

Form RD 1930-7 Page 3 .
Run Date: 02/22/2001 Run Time: 08:42:41

Citrus Manor Developments
Computerized by : RealPage, Inc.
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MULTIPLE FAMILY HOUSING PROJECT BUDGET

PART IV -- RENT SCHEDULE
A. CURRENT APPROVED RENTS:
I T T T
| | | POTENTIAL INCOME FROM |
| UNIT DESCRIPTION | RENTAL RATES | EACH RATE |
NUMBER | : T ! T T } I T { UTILITY
oF | | | | | NotE | | | NOTE | | ALLOWANCE
MONTHS | TYPE | SIZE | NUMBER | BASIC | RATE | HUD | BASIC | RATE | HUD | (If used)
f f } f f f f f I i
12 | | 2 | 53 | 407 | 562 | 0 |__ 258,852 | 357432 | 0| 63
0| | 2 | 1] 0| 0l 0| o | 0| 0| 0
0 | o | [l 0| 0] o | ol 0l 0| 0
0 Lo | 0| 0] 01 0| 0] 0] 0| 0
0 | o | 0] 0| 0] 0| 0] 0| 0| 0
o| | o | 0] 0 0l 0| 0 | 0l o | 0
0| [ | 0] 0 0] 0| 0] 0] 0| 0
0| [ | 0| 0 0| 0} 0 01 0| 0
CURRENT RENT TOTALS| 258,852 357,432 | 0|
L 1 d
BASIC NOTE HUD
B. PROPOSED CHANGES TO RENTS:
I T T T
| | | POTENTIAL INCOME FROM |
| UNIT DESCRIPTION | RENTAL RATES | EACH RATE |
NUMBER | T T | T T } T T | UTILITY
oF | | | | | NOTE | | | NOTE | | ALLOWANCE
MONTHS | TYPE | SIZE | NUMBER | BASIC | RATE | HUD | BASIC | RATE | HUD | (1f used)
I f ; I f f I } f f
12 | | 2 | 53 | 418 | 573 | 0| 265,848 | 364,428 | 0| 63
0| | 2 ] 1] 0 0] 0| 0] 0] 0| 0
0| | o | 0| 0 ] 0] 0| 0| 0l 0| 0
0 | | o | 0| 0 | 0] 0| 0] o0l 0| 0
0| | o | 0| 0] o] 0| 0] 0| 0| 0
o| | o | 0] 0] 0] 0| 0l 0] 0| 0
0| Lo | ol 0] ol 0| 0l 0 0| 0
0| | o | 01 0| 0] 0| 0] 0 0| 0
PROPOSED RENT TOTALS| 265,848 | 364,428 | 0|
L | L ]
BASIC NOTE HUD
NOTE #1: Enter lowest RENT TOTAL (BASIC, NOTE or HUD) from above on PART I, Line 1. Enter the CURRENT RENT TCTAL on
the CURRENT BUDGET Column. Enter the PROPOSED RENT TOTAL on the PROPOSED BUDGET Column. When there is no proposed
change to current rents, enter the CURRENT RENT TOTAL, on both CURRENT BUDGET and PROPOSED BUDGET columns.
NOTE #2: Follow this process to establish new rent rates:
1. Enter operation uses of cash
(from PART I - Lines 16, 17, 22, & 23)........ e s e s 262,667.00
2. Enter non-rent income
(from PART I - Lines 4, 5, 6, & 7).vervurienurioninnnnnninnnnnnnns TS PP 7,682.00
3. Rental Income Needed - Subtract Line 2 from Line l........ ... .uuuiiiioiiieneeanaennnennnnennn 254,985.00
4. Projected occupancy level factor .96
(For example, enter ".95" for 95% expected occupancy
5. Total income needed from rent (Divide Line 3 by Line 4)............cviiiiiiiiiiiiiinn, e 265,609.38
6. Calculate BASIC and NOTE RATE rents for each size unit. (Refer to Exhibit H-1 of
RD Instruction 1930-C.)
Form RD 1930-7 Page 4 Citrus Manor Developments
Run Date: 02/22/2001 Run Time: 08:42:42 Computerized by : RealPage, Inc.
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